Crrtainiy, i{f these ‘chan‘g,e
wivh a;uc!n de valopmﬁuta an a uoftenin
control, 'thv monalithic chara.é:t“eﬁ-'r o

pelitical and ecoromic st-\ruc':t'ufc: w'i..lwl"

significant alteration. The bauic nature of tbe

satsllite fconomic system "will undoubtedly have cha.l;\‘ge‘d’
and th.t"ﬁﬂ‘. changes may extend into the Soviet uys&e_xn |
itself, In fact, there have already' been zigns of
decentralization in the Sovietv Union, signs that appearxed
e-‘-.:'er:' before the death of Stz.]in'. Where alL this leads,
whetimr the <hargcs will come gr&dually or violrnt]y,
whether these changes will in fact bencfit"U_ 8. :.aecyiri_tv
irterests, no one xeally knows,

-chart;llemu oflt'he' future, howe\'re‘i, the preqe,nt,
qﬁ#e ana compositnon of the Sow;iet economy have already

‘ et
made thez Soviets}%reat W—J&w They now

hive an cccsn.omy which haa shown its ca.pacity to produc

~.

a ramplcx I’amxly of modern weapons, and recently they
have chal'len'gcd ‘the U. 5. to economic competition in

tt.r underdeveloped countries of the free world,

And on tkat note, gentlemen, I'll sign off and

Lurm you over to

S Y S D RS P e, S il . Sy e e, ———
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. E.a:rl._r in, hin address, Gomulka was very explicit
ir his recognition of Pc;land's.industrial growth under
the nor'nmunist regi.me. He clearly was‘not complaining
about Poland's rate of industrial .prog.reaua "The
difficulty, he said, was in the tragic human coat, the
deep polpular rcs'enimen.t qf the system, and its’
tx'em.'endoua inefficiency. Consumer goods, includ;lng

food and housing, had lagged badly behind industrial

production, and the peasants were chafing under pressure

for collectivization. Party repression of the workeras
and plaﬁt managers had‘des'troyed incentiv; and
{nitiative, and in“one of Pozland‘a 'leading ipdustrirm-~
coal mining--productivity had dropped sharply under
communiast control, and ocutput had been malintnincd
only through a staggering burden of overtime .a.nd
h@l.ida;,' work. In outlining the ‘cures' for this situation,
Gomulka eéz‘!ei‘ltially demanded more .emphasril on
con;t'xmer g’gods, less on heavy industry; a cessation
of f_orc;ed coillecti'v:lzati;on, and reduced government
subsidies to collective farms; more authority and.
in{tiative for plant mgnaéern and wo;keru; and less
interfer¢nce by the Soyiets and the political

bureaucracy. ’
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- 38 percent; in 1960, it will approximate 44 peroent,

‘Looking 2t this from the point of view of annual growth

increased at the rate of 7 percent annually--the U, S,
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387 billion dollars, We car see from the shart that is

1950 Scviet GNP was 32 percent of the U, S.: in 1955,

rates in these two cconomi'@.s, the Soviet GNP bas

at a rate of 3 1/2 percc;xt, or only half the Soviet rate.
Now, if we project U. S. and Soviet economic
progress iato the future, we must accept the possibility
&ii%:t W"]L
of a Sovict mactdg exceediug/‘the U, 8. in the
next 25 to 30 years. This, of course, assumes that
the kindz of crises that George Kénnan’, pr‘e‘dicts for the
Soviet Uni-on will hot-o‘ccuro And Kennan may b'c r.ightza
Ti1e Soviets have problems in agric.ultux‘:e, labor
productivitf, rising Codgts of raw materials, a.nd...othcz'
problems .which you'll heir about later on, b_utl. there
#re also'potenfianl problems inkerent in the structure

of the economy. Many of the charabteriatica of the

'v

Soviet system are alsno a.ppurent in the economies of
Poland and Hungary. a.nd it is some of these very
ch;racteris-tics‘ that have becn,partly responsible for
the pf’esnnt;crisisc In Gomulka's bill of'co-\mplaintu, for

example, L1his was made very clear.

.
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It ig the c.omuume.t‘ who is the-forgotten man of _

the Soviet economy. In 1955, his share of the na.tio,nai

'prod.uqt was only 58 percent compared to 46.6<pe.rc.ent- of

a much larger economy in the U. S. In addition, we

shouyld stress that the 58 percent figure is in inflated
one, since the consumer goods sector is about the mos#t
inefficient sector of the Soviet economy. Actually, we
estimate Soviet per capita conpumption at about one-fifth
that of the United States, Under the present Five Year
//Qfxuca/),{/(,m

P]-an,Aconaumption 1a to rise by only 4 percent a year,
and since agricultural products are the main item of

consumption, a great deal will depend on the:success

of the.agricultural plam and the new lands program which

]
\

will be discuszed later. "‘Ha.vi_n"g‘ looked at the composition

of the national product, we can turn now to a comparison
of this product with the gross national pro‘duc't of the
U. S. | _ | | .

CHART 2
(US-USSR . GNP)

In 1955, the GNP of the USSR was about 145

biilion dollaras; the U, S. GNP in this year was about
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. CHART 1 L
« (Gross National Product of the USSR)

In 1955, about 26 percent of their total productive

!, /k 1,‘40 -'.'l‘\'
effort was devoted to inveatment and in 1960, this . ;;//

3 ;
S

will probably equal 30 pircént. By comparison only
about 18 percent of U, S._o;xtput is kept aside for
investment purpoaea, and this is the highest Percentage

we'have achieved in the postwar period,

The allocations to defe g'ih 1955 were 14 percent

Y.

of the national product whereas the U' S. ‘expended

i

about 11 percent of a gross national product two and a
half times that of the Soviet' Union. As a matter of
simple arithmetic, i't‘would appear then that total VU. S.
defense expend.itulres greatly exceed t-hoae‘oi the Soviet
d]nion, but, in fact, the Sc:vie'ts obtained dofeo-se goods
and servioes roughly equivalent in value to those of

the U. S., first, bec.ause the pay and su'bslistence of
Soviet military pPersonpel costl conniderahly less and,
aecond because Soviet defeuse and defense--upporting

industries are part of the mo-t efﬂcient sectors of

their economy,
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communisgm, it is not surprising that the Sovietu have
devcloped a uyltem primarily deuigned to expand thgir
induutrial and ml]itary power., This means that all

other considerationl in the-cconomy bave been

subordinated to military and indul-t'ri'.t‘-l priorities. In
addition, the economic system h.an beetlx characterized:
first, by the mobilization and allocation of all resources
undcx."‘a. centralised burea\'xcrltic ‘structurc_. with the
injection of secret police and communint party contrt;ls
into practica;lly every administrative layer of the
econ‘omy; second, by the allocation of an exceptionally
large portion of the national output to 1nv_estmer-1t.,r A
significant uapect‘.' of this, ;:ho.ugh it may not be
cqnsidcted inveutmént in the popui‘ar sense, 11 the

effort as‘signed to training and ed'u'c,ytion,‘partlcular'ly.
in t.he scientific and techniéaL fields; tl:;ird, lb’y the
re_gin’xeﬁtati&n of the peasantry into a;.collectivc farm
system, a system -tb:l.t has enabled the Soviets to transfer
mill.i‘onl of:fa;rm workers to urban occupati'ﬁnl; and,
finally, by ;he assignment o»f a relatively Imali share

of resources to consumer goods production, including

foodstuffs. With these characteristics as background,

Al .
4

’ ' i
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Gentlemen, we are talking today about an economy
which could conceivably overtake the U. S. in totalmduweiiced

production within the next 2@ to 30 years. To many

S ol 7’4«‘/ /tmf(

peop(lf brought up on the virtuea of free enterpriae, this

might seem impossible, George Kennan, one of the
{foremost authorities on the Soviet system said recently

in the Saturday Evening Post that the cntir Soviet

politxco-economic system is inherently wrong, quote,
wrong about how the world really works, wrong about
the importance of moral forces, wrong about human

nature, wrqng in its whole outlook, close quote. I

" happen to share this view for' the long haul as a matter

of persona.l‘ philosophy', but; for the present, the

"

threat is still a formidable one. This being the case,

we have to auk nouruelves--What is ‘the source ofﬁjﬁ"zﬂw
powér?

' .Since.communist doctrine preaches th.a'.t "

materialism and economic forces are the maj.or

dctexrﬁinanta leading_ to the ultimate vi(’:tory. of
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